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No. 2851. GUARANTEE AGREEMENT! (SECOND AGRI-
CULTURAL MACHINERY PROYECT) BETWEEN THE
REPUBLIC OF COLOMBIA AND THE INTERNATIONAL
BANK FOR RECONSTRUCTION AND DEVELOPMENT.
SIGNED AT WASHINGTON, ON 29 DECEMBER 1954

AGREEMENT, dated December 29, 1954, between REPUBLIC oF COLOMBIA
(hereinafter called the Guarantor) and INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT (hereinafter called the Bank).

WHEREAS by an agreement of even date herewith between the Bank and
Caja de Crédito Agrario, Industrial y Minero (hereinafter called the Borrower),
which agreement and the schedules therein referred to are hereinafter called
the Loan Agreement,? the Bank has agreed to make to the Borrower a loan in
various currencies in an aggregate principal amount equivalent to five million
dollars ($5,000,000), on the terms and conditions set forth in the Loan Agree-
ment, but only on condition that the Guarantor agree to guarantee the payment
of the principal, interest and other charges on such loan and the obligations
of the Borrower in respect thereof; and

WHEREAS pursuant to Law 51 of 1951 and Decree Law 1599 of 1943 the
Guarantor is authorized to guarantee the obligations and operations of the Bor-
rower, and pursuant to Law 90 of 1948 the Guarantor is authorized to guarantee
loans made by the Bank to official entities or to entities in which the Guarantor
has an interest, including the Borrower; and

WHEREAS the Guarantor, in consideration of the Bank’s entering into the
Loan Agreement with the Borrower, has agreed to guarantee the payment of
the principal, interest and other charges on such loan and the obligations of the
Borrower in respect thereof;

Now THEREFORE the parties hereto hereby agree as follows :

Article 1

Section 1.01. The parties to this Guarantee Agreement accept all the
provisions of Loan Regulations No. 4 of the Bank dated October 15, 19528,

! Came into force on 3 June 1955, upon notification by the Bank to the Government of
Colombia.

*See p. 142 of this volume,

3 See p. 156 of this volume.
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subject, however, to the modifications thereof set forth in Schedule 3* to the
Loan Agreement (said Loan Regulations No. 4 as so modificd being hereinafter
called the Loan Regulations), with the same force and effect as if they were fully
set forth herein.

Article IT

Section 2.01. Without limitation or restriction upon any of the other
covenants on its part in this Agreement contained, the Guarantor hereby un-
conditionally guarantees, as primary obligor and not as surety merely, the due
and punctual payment of the principal of, and the interest and other charges on,
the Loan, the principal of and interest on the Bonds, the premium, if any,
on the prepayment of the Loan or the redemption of the Bonds, and the punctual
performance of all the covenants and agreements of the Borrower, all as set forth
in the Loan Agreement and in the Bonds.

Article IIT

Section 3.01. It is the mutual intention of the Guarantor and the Bank
that no other external debt shall enjoy any priority over the Loan by way of a
lien on governmental assets. To that end, the Guarantor undertakes that,
except as the Bank shall otherwise agree, if any lien shall be created on any
assets of the Guarantor as security for any external debt, such lien will ipso facto
equally and ratably secure the payment of the principal of, and interest and other
charges on, the Loan and the Bonds, and that in the creation of any such lien
express provision will be made to that effect; provided, however, that the fore-
going provisions of this Section shall not apply to : (i) any lien created on prop-
erty, at the time of purchase thereof, solely as security for the payment of the
purchase price of such property; (ii) any lien on commercial goods to secure a
debt maturing not more than one year after the date on which it is originally
incurred and to be paid out of the proceeds of sale of such commercial goods;
or (iii) any lien arising in the ordinary course of banking transactions and securing
a debt maturing not more than one year after its date,

As used in this Section (a) the term ‘“‘assets of the Guarantor” includes
assets of the Guarantor or of any of its political subdivisions or of any Agency
including the Banco de la Republica, and (b) the term ‘“‘Agency”’ means any
agency or instrumentality of the Guarantor or of any political subdivision of
the Guarantor and shall include any institution or organization which is owned
or controlled directly or indirectly by the Guarantor or by any political sub-

! See p. 154 of this volume,
No. 2851
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division of the Guarantor or the operations of which are conducted primarily
in the interest of or for account of the Guarantor or any political subdivision
of the Guarantor.

Section 3.02. (a) The Guarantor and the Bank shall cooperate fully to
assure that the purposes of the Loan will be accomplished. To that end, each
of them shall furnish to the other all such information as it shall reasonably
request with regard to the general status of the Loan. On the part of the Guar-
antor, such information shall include information with respect to financial
and economic conditions in the territories of the Guarantor and the international
balance of payments position of the Guarantor.

() The Guarantor and the Bank shall from time to time exchange views
through their representatives with regard to matters relating to the purposes
of the Loan and the maintenance of the service thereof. The Guarantor shall
promptly inform the Bank of any condition which interferes with, or threatens
to interfere with, the accomplishment of the purposes of the Loan or the main-
tenance of the service thereof,

(¢) The Guarantor shall afford all reasonable opportunity for accredited
representatives of the Bank to visit any part of the territories of the Guarantor
for purposes related to the Loan.

Section 3.03. The principal of, and interest and other charges on, the
Loan and the Bonds shall be paid without deduction for, and free from, any
taxes or fees imposed under the laws of the Guarantor or laws in effect in its
territories; provided, however, that the provisions of this Section shall not apply
to taxation of, or fees upon, payments under any Bond to a holder thereof other
than the Bank when such Bond is beneficially owned by an individual or corporate
resident of the Guarantor.

Section 3.04. This Agreement, the Loan Agreement and the Bonds shall
be free from any taxes or fees that shall be imposed under the laws of the Guaran-
tor or laws in effect in its territories on or in connection with the execution,
issue, delivery or registration thereof.

Section 3.05. 'The principal of, and interest and other charges on, the
L.oan and the Bonds shall be paid free from all restrictions imposed under the
laws of the Guarantor or laws in effect in its territories.

Article IV

Section 4.01. 'The Guarantor shall endorse, in accordance with the provi-
sions of the Loan Regulations, its guarantee on the Bonds to be executed and
delivered by the Borrower. The Minister of Finance and Public Credit of

No. 2851
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the Guarantor and such person or persons as he shall designate in writing are
designated as the authorized representatives of the Guarantor for the purposes
of Section 6.12 (b) of the Loan Regulations.

Article V

Section 5.01. 'The following addresses are specified for the purposes
of Section 8.01 of the Loan Regulations :

For the Guarantor: Republic of Colombia, Ministerio de Hacienda y
Crédito Piblico, Calle 19 entre Carreras 8a. y 9a., Bogot4, Colombia.

For the Bank : International Bank for Reconstruction and Development,
1818 H Street, N.W., Washington 25, D.C., United States of America.

Section 5.02. 'The Minister of Finance and Public Credit of the Guarantor
is designated for the purposes of Section 8.03 of the Loan Regulations.

IN WITNESS WHEREOF, the parties hereto, acting through their representatives
thereunto duly authorized, have caused this Guarantee Agreement to be signed
in their respective names and delivered in the District of Columbia, United
States of America, as of the day and year first above written.

Republic of Colombia
By Eduardo ZuLETA-ANGEL
Authorized Representative

International Bank for Reconstruction and Development
By R. L. GARNER
Vice President

LOAN AGREEMENT (SECOND AGRICULTURAL MACHINERY PROJYECT)

AGREEMENT, dated December 29, 1954, between INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinafter called the Bank) and Caja pE CrépiTo
AGRARIO, INDUSTRIAL Y MINERO (hereinafter called the Borrower).

Article I

LoaN REGULATIONS

Section 1.01. The parties to this Loan Agreement accept all the provisions of
Loan Regulations No. 4 of the Bank dated October 15, 19522, subject, however, to the
modifications thereof set forth in Schedule 32 to this Agreement (said Loan Regulations

1See p. 156 of this volume.
?See p. 154 of this volume,

No. 2851
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No. 4 as so modified being hereinafter called the Loan regulations), with the same force
and effect as if they were fully set forth herein.

Article IT

Tue Loan

Section 2.01. ‘The Bank agrees to lend to the Borrower, on the terms and conditions

in this Agreement set forth or referred to, an amount in various currencies equivalent to
five million dollars ($5,000,000).

Section 2.02. The Bank shall open a Loan Account on its books in the name of
the Borrower and shall credit to such Account the amount of the Loan. The amount
of the Loan may be withdrawn from the Loan Account as provided in, and subject to
the rights of cancellation and suspension set forth in, the Loan Regulations.

Section 2.03. The Borrower shall pay to the Bank a commitment charge at the
rate of three-fourths of one per cent (3/, of 1 %) per annum on the principal amount of
the Loan not so withdrawn from time to time.

The date specified for the purposes of Section 2.02 of the Loan Regulations is 60
days after the date of this Agreement or the Effective Date, whichever shall be the earlicr.

Section 2.04. 'The Borrower shall pay interest at the rate of four and one-fourth
per cent (4%/, %) per annum on the principal amount of the Loan so withdrawn and out-
standing from time to time.

Section 2.05. Except as the Bank and the Borrower shall otherwise agree the
charge payable for special commitments entered into by the Bank at the request of the
Borrower pursuant to Section 4.02 of the Loan Regulations shall be at the rate of one-
halt of one per cent (!, of 1 %) per annum on the principal amount of any such special
commitments outstanding from time to time.

Section 2.06. Interest and other charges shall be payable semi-annually on May
15 and November 15 in each year.

Section 2.07. The Borrower shall repay the principal of the Loan in accordance
with the amortization schedule set forth in Schedule 1! to this Agreement.

Article I1I

Use or PROCEEDS OF THE L.OAN

Section 3.01. The Borrower shall apply the proceeds of the Loan exclusively to
financing the cost of goods required to carry out the Project described in Schedule 22
to this Agreement. The specific goods to be financed out of the proceeds of the Loan
shall be determined by agreement between the Bank and the Borrower, subject to modi-
fication by further agreement between them.

1See p. 152 of this volume.
2 See p. 152 of this volume.

No. 2851
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Section 3.02. 'The Borrower shall cause all goods financed out of the proceeds of
the Loan to be imported into the territories of the Guarantor and there to be used ex-
clusively in the carrying out of the Project.

Article IV

Bonbps

Section 4.01. The Borrower shall execute and deliver Bonds representing the
principal amount of the Loan as provided in the Loan Regulations.

Section 4.02. The Gerente General of the Borrower and such person or persons
as he shall appoint in writing are designated as authorized representatives of the Borrower
for the purposes of Section 6.12 (a) of the Loan Regulations.

Article V

ParticuLar CoOVENANTS

Section 5.01. (a) The Borrower shall carry out the Project with due diligence and
efficiency and in conformity with sound financial practices.

(6) The Borrower shall maintain records adequate to identify the goods financed
out of the proceeds of the Loan, to disclose the use thereof in the Project, to record the
progress of the Project (including the cost thereof) and to reflect in accordance with
consistently maintained sound accounting practices the financial condition and operations
of the Borrower; shall enable the Bank’s representatives to inspect the Project, the goods
and any relevant records and documents; and shall furnish to the Bank all such information
as the Bank shall reasonably request concerning the expenditure of the proceeds of the
Loan, the Project, the goods, and the financial condition and operations of the Borrower.

(¢) The operations and transactions of the Borrower in connection with the Project
shall be administered and accounted for by the Borrower separately from its other acti-
vities.

Section 5.02. (a) The Bank and the Borrower shall cooperate fully to assure that
the purposes of the Loan will be accomplished. To that end, each of them shall furnish
to the other all such information as it shall reasonably request with regard to the general
status of the Loan.

(b) The Bank and the Borrower shall from time to time exchange views through
their representatives with regard to matters relating to the purposes of the Loan and the
maintenance of the service thereof. The Borrower shall promptly inform the Bank of
any condition which interferes with, or threatens to interfere with, the accomplishment
of the purposes of the Loan or the maintenance of the service thereof.

Section 5.03. 1f the Borrower shall propose to incur any external debt, the Borrower
shall inform the Bank of such proposal and, before the proposed action is taken, shall
afford the Bank all opportunity which is reasonably practicable in the circumstances to
exchange views with the Borrower with respect thereto; provided, however, that the

No. 2851
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foregoing provisions shall not apply to: (i) the incurring of additional external debt
through utilization, in accordance with the terms of any credit established prior to the
date of this Agreement, of any unused amounts available under such credit; or (ii) the
incurring by the Borrower in the ordinary course of its business of any external debt
maturing not morec than one year after its date.

Section 5.04. The Borrower undertakes that, except as the Bank shall otherwise
agree, if any lien shall be created on any assets of the Borrower or of any corporation or
company all or a majority of the capital stock of which is owned by the Borrower, as
security for any debt, such lien will ipso facto equally and ratably secure the payment of
the principal of, the interest and other charges on, the Loan and the Bonds, and that
in the creation of any such lien express provision will be made to that effect; provided,
however, that the foregoing provisions of this Section shall not apply to: (i) any lien
created of property, at the time of purchase thereof, solely as security for the payment of
the purchase price of such property; (ii) any lien on commercial goods to secure a debt
maturing not more than one year after the date on which it is originally incurred and
to be paid out of the proceeds of sale of such commercial goods; or (iii) any lien arising
in the ordinary course of banking transactions and securing a debt maturing not more
than one year after its date.

Section 5.05. The Borrower shall pay or cause to be paid all taxes or fees, if any,
imposed under the laws of the Guarantor or laws in effect in the territories of the Guar-
antor on or in connection with the execution, issue, delivery or registration of this Agree-
ment, the Guarantee Agreement or the Bonds, or the payment of principal, interest
or other charges thereunder; provided, however, that the provisions of this Section shall
not apply to taxation of, or fees upon, payments under any Bond to a holder thercof
other than the Bank when such Bond is beneficially owned by an individual or corporate
resident of the Guarantor.

Section 5.06. The Borrower shall pay or cause to be paid all taxes and fees, if
any, imposed under the laws of the country or countries in whose currency the Loan and
the Bonds are payable or laws in effect in the territories of such country or countries
on or in connection with the execution, issue, delivery or registration of this Agreement,
the Guarantee Agreement or the Bonds.

Section 5.08. Except as shall be otherwise agreed between the Bank and the Bor-
rower, the Borrower shall insure or cause to be insured the goods financed with the
proceeds of the Loan against risks incident to their purchase and importation into the
territories of the Guarantor. Such insurance shall be consistent with sound commercial
practice and shall be payable in dollars or in the currency in which the cost of the goods
insured thereunder shall be payable.

Section 5.09. Except as the Bank shall otherwise agree, the Borrower shall cause
the proceeds of the sale of goods purchased with the proceeds of the Loan and sold
pursuant to paragraph 3 of Schedule 2 to this Agreement to be held as a fund for use (i)
in the purchase of the currency required for the payment of the principal of, and the
interest and other charges on the Loan and the Bonds, or (ii) in the financing of programs

No. 2851
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directly furthering the mechanization of Colombian agriculture. The receipts from
such programs shall be used to restore such fund; provided, however, that the Borrower
shall not be required to maintain in such fund any amounts in excess of the equivalent
of the amount of the Loan from time to time outstanding and unpaid.

Section 5.10. 'The Borrower shall enter into contracts with distributors upon
terms and conditions satisfactory to the Bank for distribution of goods required to carry
out the Project. Such conditions shall include provisions adequate to ensure that none
of such goods will be diverted to other than agricultural uses and that adequate provision
is made for maintenance, spare parts and servicing of machinery and equipment. The
Borrower shall also make adequate provision for field inspection to check on maintenance
and servicing facilities and shall promote the training of skilled mechanics and operators.

Article VI
REMEDIES OF THE BANK

Section 6.01. (i) If any event specified in paragraph (a), paragraph (b), paragraph
(e) or paragraph (f) of Section 5.02 of the Loan Regulations shall occur and shall continue
for a period of thirty days, or (ii) if any event specified in paragraph (¢) of Section 5.02
of the Loan Regulations shall occur and shall continue for a period of sixty days after
notice thereof shall have been given by the Bank to the Borrower, then at any subsequent
time during the continuance thereof, the Bank, at its option, may declare the principal
of the Loan and of all the Bonds then outstanding to be due and payable immediately,
and upon any such declaration such principal shall become due and payable immediately,
anything in this Agreement or in the Bonds to the contrary notwithstanding.

Article VII
MISCELLANEOUS

Section 7.01. The Closing Date shall be June 30, 1956.

Section 7.02. A date sixty days after the date of this Agreement is hereby specified
for the purposes of Section 9.04 of the Loan Regulations.

Section 7.03. The following addresses are specified for the purposes of Section
8.01 of the Loan Regulations :

For the Borrower ;: Caja de Crédito Agrario, Industrial y Minero, Edificio de la
Caja Colombiana de Ahorros, Calle 15 con Carrera 8a., Bogota, Colombia.

For the Bank : International Bank for Reconstruction and Development, 1818 H
Street, N.W., Washington 25, D. C., United States of America.

IN WirNEss WHEREOF, the parties hereto, acting through their representatives
thereunto duly authorized, have caused this Loan Agreement to be signed in their
respective names and delivered in the District of Columbia, United States of America,
as of the day and year first above written.

International Bank for Reconstruction and Development
By R. L. GARNER
Vice President
Caja de Crédito Agrario, Industrial y Minero
By Misael PASTRANA
Authorized Representative

No. 2851
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SCHEDULE 1
AMORTIZATION SCHEDULE
Principal Principal
Amount Amount
Qutstanding Qutstanding
Payment ¢;f After Each Payment of After Each
Principa Payment Principal Payment
Date (. e?ns:ed (expressed Date { e?rcmd (expressed
Payment Due tn dollars} * in dollars) * Payment Due sndollars) * indollars) *
November 15, 1956 . $5,000,000 | November 15, 1959 . 500,000 2,000,000
May 15, 1957 . . .$500,000 4,500,000 | May 15,1960 . . . 500,000 1,500,000
November 15, 1957 . 500,000 4,000,000 | November 15, 1960 . 500,000 1,000,000
May 15, 1958 . . . 500,000 3,500,000 | May 15,1961 . . . 500,000 500,000
November 15, 1958 . 500,000 3,000,000 | November 15, 1961 . 500,000
May 15, 1959 . . . 500,000 2,500,000

PrREMIUMS ON PREPAYMENT AND REDEMPTION

‘The following percentages are specified as the premiums payable on repayment in
advance of maturity of any part of the principal amount of the Loan pursuant to Section
2.05 (3) of the Loan Regulations or on the redemption of any Bond prior to its maturity
pursuant to Section 6.16 of the Loan Regulations :

Time of Prepayment or Redemption Premium
Not more than 2 years before maturity . . . . « « « « « v« ¢ 4 o 0. . Ypof 19,
More than 2 years but not more than 4 years before maturity . . . . . . . 1%
More than 4 years but not more than 6 years before maturity . . . . . . . 1%%
More than 6 years before maturity . . . . . . . . « . . . . .. o 0. 2%
SCHEDULE 2

DescripTiON OF ProjJECT

1. The project is a program for the purchase and importation into Colombia by the
Borrower, pursuant to such arrangements and upon such terms as shall be agreed between
the Bank and the Borrower, of agricultural machinery and spare parts and tools and other
maintenance and repair equipment therefor, and for the utilization of such machinery,
parts and equipment in the productive development of Colombian agricultural resources.

2. The machinery to be imported shall include tractors and complementary equip-
ment therefor, such as seeding machines, harvesters, threshing machines, land-clearing
and earth-moving equipment; and other agricultural productive equipment.

3. Such machinery and spare parts shall be sold by distributors exclusively to farmers
and to others primarily engaged in agricultural production including agricultural coopera-~

* T'o the extent that any part of the Loan is repayable in a currency other than dollars (see
Loan Regulations, Section 3.02), the figures in these columns represent dollar equivalents deter-
mined as for purposes of withdrawal.
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tives and persons or enterprises operating agricultural machinery pools, or to the Ministry
of Agriculture or to other official entities engaged in agricultural development.

SCHEDULE 3
MopbiricaTioNs oF LoaN RecuLaTiONS No. 41

For the purposes of this Agreement the provisions of Loan Regulations No. 4 of the
Bank, dated October 15, 1952, shall be deemed to be modified as follows :

(a) Paragraph (c) of Section 2.05 shall read as follows :

“(c) It is the policy of the Bank to encourage the repayment of its loans prior
to maturity. Accordingly the Bank will sympathetically consider, in the light of
all circumstances then existing, any request of the Borrower to waive the payment
of any premium payable under paragraph (b) of this Section or under Section 6.16
on repayment of any portions of the Loan or Bonds which the Bank has not sold
or agreed to sell.”

(&) Paragraphs (e) and (7) of Section 5.02 shall read as follows :

“(e) If the Borrower shall take or permit to be taken any action or proceeding
whereby any of its property shall or may be assigned or in any manner transferred
or delivered to any receiver, assignee, liquidator or other person, whether appointed
by the Borrower or by a court or by the Guarantor or by authority of any law, whereby
such property shall or may be distributed among the creditors of the Borrower.

“(i) After the date of the Loan Agreement and prior to the Effective Date any
action shall have been taken which would have constituted a violation of any covenant
contained in the Loan Agreement or Guarantee Agreement relating to the creation
of liens as security for debt if the Loan Agreement and Guarantee Agreement had
been effective on the date such action was taken.”

(¢) The third and fourth sentences of paragraph (i) of Section 7.04 shall be deleted
and the following shall be substituted :

““The Bank, the Borrower and the Guarantor shall each defray its own expenses
in the arbitration proceedings. The costs of the Arbitral Tribunal shall be divided
and borne equally between the Bank on the one side and the Borrower and Guarantor
on the other. Any question concerning the division of the costs of the Arbitral
Tribunal or the procedure for payment of such costs shall be determined by the
Arbitral Tribunal.”

(d) Section 9.01 shall read as follows :

“The Loan Agreement and Guarantee Agreement shall not become effective
until :

(a) the Borrower has notified the Bank that (i) the execution and delivery of
the Loan Agreement on behalf of the Borrower have been duly authorized or ratified

1See p. 156 of this volume.
No. 2851
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by all necessary corporate and governmental action, and (ii) all other events specified
in the Loan Agreement as conditions to its effectiveness have occurred;

(b) the Guarantor has notified the Bank that (i) the execution and delivery of the
Guarantee Agreement on behalf of the Guarantor have been duly authorized or
ratified by all necessary governmental action, and (ii) all other events relating to the
Guarantor and specified in the Loan Agreement as conditions to its effectiveness
have occurred; and

(c) the Borrower and the Guarantor have furnished to the Bank evidence thereof
satisfactory to the Bank.”

(¢) Section 9.02 shall read as follows :

“As part of the evidence to be furnished pursuant to Section 9.01, there shall
be furnished to the Bank an opinion or opinions satisfactory to the Bank of counsel
acceptable to the Bank showing :

(a) that the Loan Agreement has been duly authorized or ratified by, and exe-
cuted and delivered on behalf of, the Borrower and constitutes a valid and binding
obligation of the Borrower in accordance with its terms;

(b) that the Bonds when executed and delivered in accordance with the Loan
Agreement will constitute valid and binding obligations of the Borrower in accord-
ance with their terms and that, except as stated in such opinion, no signatures or
formalities other than those provided for in the Loan Agreement are required for
that purpose;

(c) that the Guarantee Agreement has been duly authorized or ratified by,
and executed and delivered on behalf of, the Guarantor and constitutes a valid and
binding obligation of the Guarantor in accordance with its terms;

() that the guarantee on the Bonds when executed and delivered in accordance
with the Guarantee Agreement will constitute a valid and binding obligation of the
Guarantor in accordance with its terms and that, except as stated in such opinion,
no signatures or formalities other than those provided for in the Guarantee Agree-
ment are required for that purpose; and

(¢) such other matters as shall be specified in the Loan Agreement.”

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO Loans MADE BY THE BANK TO BORROWERS OTHER THAN
MEeMBER GOVERNMENTS

[Not published herein. See United Nations, Treaty Series, Vol. 172, p. 124]
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